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SPITLER v. JAMES. 605 

Supreme Court of Indiana. 

SPITLER, ADMINISTRATOR, v. JAMES, ET AL. 
LUELLEN v. HARE. 

When one in the course of business entrusts another with the form of a bill, 
check, or note, duly signed or endorsed by himself, but in blank as to any or 
all of the material parts, of date, amount, time or place of payment, or 
name of payee, the law will presume that he authorizes that other to fill up the 
blanks consistently with the tenor and effect of the form. 

If he limits the authority of that other by special instructions, and his in- 
structions are disregarded, and the paper is completed in a manner not con- 
templated by him, he will not be answerable to the wrongdoer on the terms 
of the instrument, nor to any one taking the same with notice of the wrong : 
but he will be held liable to a bona fide purchaser. 

A bona fide purchaser is one who for full value, obtains from the apparent 
owner a transfer of negotiable paper before it matures, and who has no notice 
of any equities between the original parties, or of any defect in the title of the 
presumptive owner. 

The first of the above named cases was an action against the 
appellant as administrator of G-. W. Spitler, by the appellees, as 
holders, on a promissory note in the following form : 

$1,739 8-100. Laporte, July 20, 1860. 

" Twenty months after date, we promise to pay to the order of G. W. Spitler 
at the Bank of the State of Indiana, at the Laporte branch, seventeen hun- 
dred and thirty-nine 8-100 dollars for value received, without any relief what- 
ever from valuation, appraisement or stay laws, with interest. 

Irwin & Hopkins." 
Endorsed : " Pay to the order of John Eason and D. S. Eason, who compose 
the firm of J. & D. S. Eason. 

George W. Spitler." 
" Pay to the order of James, Kent, Santee & Co. 

Joun Eason, 
D. S. Eason." 
" Late firm of J. & D. S. Eason, in liquidation." 

The complainant alleged the transfer of the note by indorse- 
ment to the appellees for a valuable consideration, and before 
due, and in the ordinary course of business, and its protest for 
non-payment. 

Appellant answered that when the said George W. Spitler 
endorsed the paper in suit, it was simply a printed blank form, 

as follows : " after date promise to pay to the order 

of ■ — ■ — for value received, without any relief whatever 

from valuation or appraisement laws." That the decedent, at 
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the request of the makers, and for their accommodation, placed 
his name on the back of said paper ; that 'he was informed that 
the paper was to be passed to John Eason in part payment for 
a stock of goods, and that he stipulated that the note, when 
filled, " should not be made payable at a bank ;" that afterwards 
said note was filled up, as it now appears, and delivered to said 
John Eason, the words " At the Bank of the State of Indiana, 
at the Laporte branch," being inserted at the special request of 
said John Eason, though at the time of said insertion, and at 
the time of the delivery of said note, said John Eason was in- 
formed of the stipulation aforesaid made by said decedent, but 
notwithstanding such information, insisted upon and procured 
said words " at the Bank of the State of Indiana, at the Laporte 
branch" to be inserted in said note, which was done without 
the knowledge or consent of said decedent. 

A demurrer to this answer was sustained by the court below, 
and was the subject of this writ of error. 

The opinion of the court was delivered by 

Bay, J. — It will be observed that in this case we are not called 
upon to' consider the effect of the alteration of a written instru- 
ment against the consent of a party to its execution. There was 
neither erasion nor interlineation, but the fact that the maker, 
whom the endorser entrusted with the right to fill certain blanks 
in the. paper, fixing the amount, the date, the time of payment 
and the payee, in disregard of his trust, " inserted" or included 
after the name of the payee in the blank space, a place where 
payable. What are the consequences of this breach of trust 
upon the paper in the hands of an innocent holder ? In Eng- 
land, the endorser would, perhaps, be discharged, because the 
courts there now hold the maker not chargeable with a simple 
breach of trust, but guilty of forgery : Awde v. Dixon, 6 
Exch., 869 ; Bex v. Hart, 1 Moo. 0. C, 486 ; Eegina v. Wilson, 
1 Den. 0. C, 284. But this is recent law in England, and has 
never been generally accepted as authority in this country: 
Bank of Mo. v. Bhillips, 17 Mo., 29. Bussell v. Langstaffe, 
Douglas 514, was a case where one Galley, having had frequent 
transactions with the plaintiff, a banker, and having overdrawn 
his account, was refused any further advance without an in- 
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dorser acceptable to the plaintiff. Upon this Galley applied to 
the defendant, and he indorsed his name on five copper plate 
checks, made in the form of promissory notes, but in blank, no 
sum, date or time of payment being mentioned in the body of 
the notes. Galley afterwards filled up the blanks for different 
sums and dates as he chose. The plaintiff knew that the notes 
were blank at the time of their indorsement. In a suit upon 
these five notes, Lord Mansfield said : " The indorsement on a 
blank note is a letter of credit for an indefinite sum. The de- 
fendant said ' Trust Galley for any amount, and I will be his 
security. It does not lie in his mouth to say the indorsements 
were not regular.' " 

The case of Awde v. Dixon, was where the defendant agreed 
to join his brother in making a promissory note for his accom- 
modation provided E. would also join. The defendant accor- 
dingly signed an instrument in the form of a promissory note, 
a blank being left for the name of the payee. B. refused to 
join ; and afterwards the defendant's brother delivered the im- 
perfect instrument to plaintiff for value, representing that he 
had authority to deal with it, and plaintiff's name was inserted 
as payee. The court admit the " position that a person who 
puts his name to a blank paper impliedly authorizes the filling 
of it up to the amount that the stamp will cover," but insist 
that the plaintiff could not recover, because the prima facie 
power to complete the instrument was coupled with a condition 
unknown to the plaintiff. In plain language, a party may clothe 
another with all the indicia of authority to complete an instru- 
ment to which he has attached his name in blank, and yet avoid 
liability on the ground that he had imposed secret instructions 
upon the agent limiting his apparent general power. 

The peculiar practice at the English bar, which sustains sug- 
gestive interruptions from the bench, furnishes here an instance, 
a rare one we trust, in which the law comes from the counsel, 
the sophism from the court. 

The counsel assert, " where a person intrusted with a nego- 
tiable instrument for a special purpose delivers it to another, 
the mere contravention of the trust will not prevent the latter 
from recovering, if a bona fide holder for value and without 
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notice." Paeke B. responds, "This is a false instrument." 
The fraternal faith that trusts a blank form duly signed to a 
brother's keeping, where such possession furnishes prima facie 
proof of a power to complete the instrument, may challenge 
our admiration for the confidence displayed ; but that admi- 
ration would be chilled, were we told that it involved no hazard 
save to the stranger who trusted to the prima facie evidence 
of power this possession involved ; that the brother whose con- 
fidence was betrayed was held harmless by the law, and the 
stranger who reposes no confidence, but acts upon what the law 
admits is prima facie evidence, must alone suffer. 

But this doctrine of forgery, as applied to a plain case of 
fraud or breach of trust, was discussed by Chief Justice Pae- 
sons in Putnam et al. v. Sullivan et al., 4 Mass., 45, where it 
was held that when one indorsed a blank paper, with the inten- 
tion that something should afterwards be written, to which the 
name should apply as an endorsement, the writing of the wrong 
thing was not a forgery, but a breach of trust, and he who had 
reposed the confidence must suffer alone when it was violated 
and the rights of an innocent party involved. In that case the 
defendant, a merchant, had entrusted his clerk with his blank 
indorsements, and one, by false pretences, obtained them from 
the clerk and used them, and it was decided that the filling of 
the blanks was not a forgery, nor was it such a fraud as would 
discharge the indorser against the indorsee, who had paid value 
for the paper, and the liability was placed upon the ground 
that where one of two innocent parties must suffer, the loss 
should be sustained by him -who had given the confidence, and 
thus enabled the fraud to be perpetrated. 

In Orrick v. Colston, 7 Grat. 189, it was held that a paper 
signed in blank, and indorsed in-blank, may be filled up either 
as a common promissory note or a negotiable note ; and the 
person who indorsed it in blank will be liable, on his indorsement 
to a holder for value. 

In Michigan Insurance Company v. Leavenworth, 30 Vt., 11, 
the rule was stated that a bona fide holder of a bill of exchange 
had the power implied to fill all the blanks in the bill. So it 
was held in Mechanic's and Farmer's Bank v. Schuyler et al., 
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7 Cow., 337, that in the hands of a bona fide endorsee, the 
endorser can not question the transaction, though the blanks 
may have been filled in a manner entirely different from the 
understanding and expectation of the indorser when he put his 
name upon the note. 

In Fullerton v. Stwges, 4 Ohio St., 529, where T., and others, 
sureties for C, signed an instrument payable to S., or order, in 
blank as to date, amount and time of payment, but with a pri- 
vate agreement that it should not be filled for more than $1,000 
or $1,500, and delivered it to C, the principal, to procure the 
discount, and the instrument was presented by-C. to S., the 
payee, and filled up for the sum of $10,000, it was declared 
that one who intrusts his name in blank to another to procure 
a discount, is. liable to the full extent to which such other may 
see fit to bind him, where the paper is taken in good faith with- 
out notice, actual or constructive, that the authority given has 
been exceeded ; that such blank signature has the effect of a 
general letter of credit, and the rule is founded as well upon 
the principle of general jurisprudence, which casts the loss, 
when one of two innocent persons must suffer, upon him who 
has put it in the power of another to do the injury, as also upon 
the rule of the law of agency, which makes the principal liable 
for the acts of his agent, in violation of his private instructions, 
when he has held the agent out as possessing more enlarged 
authority. This case was approved in Holland v. Hatch, 15 
Ohio St., 464. Parsons says of this prima facie evidence of 
authority to fill the blanks, that as between the immediate par- 
ties and all others who have notice of any limitation in the 
authority, this presumption may be rebutted, but as to bona 
fide purchasers without notice, it is conclusive : Bills and Notes, 
vol. 1, p. 109.- To the same effect is Edwards on Bills, 92, et seq. 

Upon the question of what constitutes a bona fide holder, the 
law seems now well settled. In Belmont Branch Bank v. Soge, 
35 New York, 65, it is declared that one who for full value 
obtains from the apparent owner a transfer of negotiable paper 
before it matures, and who has no notice of any equities between 
the original parties, or of any defect in the title of the pre- 
sumptive owner, is to be deemed a bona fide holder. He does 
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not owe to the party who puts such paper in circulation the 
duty of active inquiry to avert the imputation of bad faith. 
The rights of the holder are to be determined by the simple 
test of honesty and good faith, and not by mere speculation as 
to his probable diligence or negligence. 

The case of Holland v. Hatch, 11 Ind. 497, is not in conflict 
with the authorities we have cited. It is there stated " that 
all blanks may be filled which are necessary or proper to make 
the instrument a perfect and complete bill of exchange, or 
promissory note as the case may be." It is denied that the 
addition of the words " without relief from valuation or ap- 
praisement laws " were necessary or proper to complete the bill : 
their addition is held to avoid the instrument. This case was 
questioned in Holland v. Hatch, 15 Ohio St., 464, so far as it 
held the bill void by reason of the additional stipulation. 

In this case it was proper to complete the note and render 
it negotiable by the law-merchant, to make it payable at a bank. 
There was sufficient space for that purpose, and whatever ques- 
tion there may have been, while the note remained in the hands 
of a party having notice of the limitation on the authority of 
the maker imposed by the indorser, no defence can be based 
upon such limitation when the paper has passed into the hands 
of a bona fide holder. 

The principle whi'ch excludes defences against instruments 
negotiable by the law-merchant, in the hands of a purchaser 
before due, for value and without notice of defects, would be 
violated by every exception introduced, and the value of such 
securities greatly lessened in the market. 

The sole question which should present itself to one receiving 
such paper in the regular course of business is, whether the 
signatures are genuine and the paper unaltered. It is doubtless 
often convenient to indorse such instruments in blank, and de- 
liver the paper to the maker ; but the act gives authority to 
the holder to fill the blanks in conformity to the general cha- 
racter of the paper, and involves confidence in the integrity of 
the person to whom the general authority is given. If, in vio- 
lation of such trust, there be written within such blanks any 
stipulation, usual to paper of the class indicated by the blank 
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form, a bona fide holder will be protected. It is not to be sup- 
posed that a court, which has rigidly enforced the liability of a 
surety under circumstances involving the same principle in the 
case of an official bond, should hesitate in its application to a 
negotiable note. 

"We have held that where- the obligee accepts an instrument, 
perfect in form and execution, which comes to him from the 
person who should have possession of the instrument for the 
purpose of such delivery, that the obligee may accept it without 
further inquiry. The entire transaction, so far as the obligee 
is involved, is according to the ordinary and natural course. 
The surety, however, while he executes the instrument and 
places it in the usual channel for delivery, departs from the 
ordinary course of procedure by circumscribing the general 
authority by a condition unknown to the obligee. The con- 
dition is disregarded, a fraud is accomplished and he who has 
not scrupled to trust his principal with the semblance of a 
general authority to make the delivery, must stand the hazard 
he has incurred : The State ex ret. v. Pepper, 31 Ind., 70. See 
also Deardorff v. Forseman 5 Am. Law Reg., N. S. 539 ; S. 0. 
24 Ind. 481, where the rule was applied to a note negotiable 
under the statute. 

It appears by the complaint and answer that the note was 
endorsed in a blank form, and without alteration, erasure or 
interlineation, was filled up as a note negotiable by the law- 
merchant, and in that condition was, before due and in the 
ordinary course of business, for value transferred to the plaintiff. 
The act of the decedent enabled the maker to put the paper in 
this condition into the market, and the consequences must rest 
upon the estate. The demurrer was properly sustained. 

The judgment affirmed. 



LUELLEN ET AL. v. HARE.i 

This was an action by the appellee upon a promissory note 
in the following form : 
" Exchange for $1,000. Indianapolis, Ind., Jan. 22, 1866. 

" On or before the first day of May next we pay to the order of M. L. Hare, 

1 See preceding case, p. 605. 



